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2 KEY ECONOMIC INDICATORS: (GHANA) 





All values in million Cedis and current prices €xchange rate 
unless other wise stated U.S.$1.00 = £1.28 (1) 
. % A _B- ae D2) 
1969 1970 1971 
Through date Change 

ae ae a ee it indicated 
INCOME, PRODUCTION, EMPLOYMENT 
GNP at Current Prices 2,292 2,527 NA 3) 10.3 
GNP at Constant (1960) Prices 1,166 1.23: 5 NA 3) 0 
Per Capita GNP, Current Prices 261 282 NA 3) 8.0 
Gross Fixed Investment 249 294 NA 3) 18.1 
Industrial Production, Gross Output 355 381 NA 3). 73 
Avg. Indastrial Wage Index (1956=100) 217 236 NA 3). 8.7 
Private Consumption Expenditure 1,626 1,706 NA a) Ox 
Employment Recorded (1,000 persons) 400.8 366.9 NA 3) -8.5 
MONEY AND PRICES 
Money Supply (9/71) 289.4 305.4 328.1 is 
Public Debt Outstanding (6/30 each year) 1,069.3 1,202.2 1,220.0 3.5 

External Debt 485.7 542.6 537.4 -1.0 

External Debt/Servicing: Principal & 

Interest 28.7 28.1 29.1 3.6 
Interest Rates (Central Bank Discount), % 5.5 5.5 8.0 45.5 
Price Indices: Base Year = 100 

Retail (1963) (12/71) 181.8 188.8 203.8 10.9 

Wholesale (1963) (6/71) 184.0 187.0 194.2 2:5 
BALANCE OF PAYMENTS AND TRADE 
Gold & Foreign Exchange Reserves, Net 

(6/71) (4) 19.1 27.8 63.5 5.5 
Balance of Payments, Current Account +/- -52.1 -76.6 NA 3)-1;7.0 
Balance of Trade +/- (12/71) 40.2 48.4 -62.7 -229.3 
Exports, FOB (12/71) 399.3 467.4 387.9 - 17.0 

U.S. Share in % (7/71) 14.5 18.0 27.7 5)125.2 
Imports, CIF (12/71) 354.4 419.0 450.6 7.5 

U.S. Share in % (7/71) 18.4 18.1 15.0 - 30.0 
Main Imports from J.S., lst Half 1971 QUANTITY VALUE 

Alumina 1,543,933 cwt eae 

Cotton 91,097 cwt 3.2 

Tallow 271,450 cwt 2.2 

Motor Vehicles & Tractors, 198 ea plus 5,215 cwt 2.1 

Petroleum Coke, Bitumen, & Pitch 612,909 cwt 2.0 

Non-Ferrous Metal Ores & Concentrates 18,863 tons 1.4 

Boring & Excavating Equipment 9,299 cwt 1.0 

Iron & Steel Bars, Plates, etc. 3,214 tons 1.0 

Cranes & Lifts 5,464 ewt 0.8 

Lubricating Oils, Liquid 732,576 gal. 0.7 


1) All data in indicators is based on old exchange rate of US$1.00=1.02. 
2) C compared to sane cumulative portion of B, except as noted. 


3) % change 1969 to 1970. 
4) Excludes IMF position and balances in bilateral clearing accounts 
5) Considerably overstated because of failure of Central Bureau of Statistics to report 


all cocoa exports by destination for January through July, 1970, although figures fc 
whole year 1970 are complete. 
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SUMMARY 


Ghana's current balance of payments bind and slowness in clearing 
arrears on past due remittances has placed most exporting to Ghana on 
a cash before shipment basis. Ghana's total imports from all sources 
in 1972 are expected to be considerably below those in 1971. Uncert- 
ainties over obtaining foreign exchange to cover remittances of profits 
and dividends have discouraged new private foreign investment. However, 
Ghana still warrants attention now as a customer and site for investment 
on the assumption that economic growth will get under way after the 
present austerity measures have restored financial solvency and stability. 
Encouraging signs include a good recent cocoa crop and the increase in 
the price of gold, which should help Ghana's foreign exchange earnings 
picture. However, for 1972 as a whole Ghana will probably, nevertheless, 
suffer a negative real per capita growth rate, after allowing for inflation 
and population increase. The chief opportunities for increased U.S. trade 
and investment in Ghana must therefore be sought in a medium-term not 
immediate, perspective. 


PART A - CURRENT ECONOMIC SITUATION AND TRENDS 


Ghana is presently working its way through a severe balance of 
payments problem. Imports in 1972 will probably be substantially below 
1971 levels. Real per capita economic growth is likely to be negative 
in 1972, compared to the modest rate of one to two percent probably 
achieved in 1971 and approximately a zero rate achieved over the last 
twelve years as a whole. Once the belt-tightening exercise is completed 
and balance of payments equilibrium is restored, a basis for sustained 
economic growth should exist. 


The Balance of Payments Bind 


In 1971 Ghana's trade balance swung heavily into deficit, and arrears 
in paying past due foreign remittances have lengthened. From a trade 
surplus of ¢43 million in 1970, Ghana fell into a trade deficit of 763 
million in 1971. Imports increased by 7.5 percent, from ¢4u19 million to 
$451 million, as a result of dismantling of licensing controls and 
increasing overwaluation of the cedi. At the same time export earnings 
dropped 17 percent, from ~467 million to ¢388 million, largely as a result 
of lower prices on the world market for cocoa. 


Short-term foreign debt, according to figures released by the Ghana 
Government, reached US$286 million by January 12, 1972. Of this amount, 
US$ 139 million consisted of 180-day credits for imports, US$67 million 
was arrears on import credits, and US$80 million was a backlog of service 
payments (including dividend and profit remittances). 


Because of uncertainty about Ghana's ability to service its short- 
term debt (up to one year), the export credit insurance bodies of all major 
exporting countries suspended cover for exports to Ghana in early 1972. The 
Ghana Government and the Bank of Ghana have announced their intention 
gradually to work off the short term debt and current arrears. When a 
plan for payment is worked out and payments proceed in accordance with the 
plan, export insurance cover may become available again. Meanwhile most 
exporting to Ghana is now on the basis of remittance before shipment. Under 
these circumstances, the previous mandatory 190-day credit system, in force 
for many years, has been dropped. Under the old system foreign exchange 
for imports was made available only after 180-days from date of shipment. 








Cocoa and Non-Cocoa Export Earnings Drop 


Ghana obtains between one-half and two-thirds of its export 
earnings from cocoa (54.6 percent in 1971). The world price of cocoa in 
1971 (average 26.8 cents per lb., spot, New York) was down 21.7 percent 
from 1970 and down 41.4 percent in comparison with 1969. Furthermore, 
exports of Ghanaian cocoa decreased to 338,859 tons in 1971, compared 
to 369,426 tons in 1970. Cocoa exports earnings in 1971 were consequently 
about #90 million less in 1971 than in 1970, a drop of about 20 percent. 
The size of the 1971-72 main cocoa crop is considerably larger than in 
1970-71, however, and earnings from cocoa exports should therefore be up 
in the first half of 1972. Although talks for an international cocoa 
agreement to stabilize cocoa prices have continued in 1972 under UNCTAD 
auspices, various complex issues remain to be resolved. Both the United 
States and Ghana participated actively in the cocoa talks. 


The value of Ghana's non-cocoa exports decreased 11.1 percent during 
the first half of 1971 compared to the same period of 1970, reflecting 
mainly a decrease in shipments of diamonds (down 36.4 percent) and sawn 
timber (down 32.8 percent). 


Aluminum exports, however, increased by 5.1 percent in value during 
the first half of 1971 compared to the same period in 1970, to ¢16.5 million 
from $15.7 million. The increased aluminum sales, all by the VALCO smelter, 
which is wholly-owned by Kaiser and Reynolds of the U.S., were achieved with 
pre-existing capacity. An additional potline is scheduled to begin oper- 
ating this year. Gold export proceeds were off slightly during the first 
half of 1971 compared to the first six months of 1970, but higher world 
prices since then may provide increased earnings. 


Drastic Policy Measures Adopted 


Ghana has attempted to meet its foreign exchange shortage by drastic 
steps. 


First, it undertook a massive devaluation in late December, 1971, and 
completely liberalized most imports. At the same time it abandoned its 
system of variable surcharges, which were designed to regulate the level of 
imports; it also abandoned its export bonus incentive system and its taxes 
on the conversion of cedis to foreign exchange for service payments. 


The December devaluation would have nearly doubled the cedi prices of 
future imports, and a buying wave to beat the price rise swept store shelves 
clean of many goods and depleted warehouses. Following a coup d'etat on 
January 13, 1972, the government reversed direction and partially revalued 
the cedi to the present rate of US$1.00 = 71.28, which represents a 26.6 
percent devaluation in terms of gold in relation to the rate in force from 
1967 until December 1971. 





Second, the new government reimposed licensing controls on all commercial 
imports, and issued very few licenses. So far during 1972 the level of 
orders placed overseas is consequently far below that of the same period of 
1971. Various spot shortages have developed, most noticeably in consumer and 
foods items, including sugar, rice, flour and soap, but also to a limited 
extent in industrial equipment and raw materials, such as cement. 


Third, the new government imposed strict price controls on key consumer 
items, and rolled back some prices. Some local manufacturers have had 
difficulty adjusting to the licensing limitations on imported supplies, 
the ceilings on retail prices of their products, and the spot shortages 
on the local market, and local industrial production of some items has 
declined. 


Fourth, the new government has attempted to discourage speculative 
buying by penalizing hoarding, forbidding queues in front of stores, in- 
ducing trading houses to move their stocks onto the shelves, reserving the 
overseas buying of key commodities to government, and discouraging the 
smuggling out of Ghana of price-controlled items. The government has also 
exhorted the public to forego imported consumer items and use local 
alternatives, particularly foodstuffs. For example, volunteer labor to 
harvest sugar cane has been enlisted, and future import orders for cube 
sugar have been banned. 


The government has frozen the assets of a number of firms, none of 
which are U.S.-owned, pending investigation of charges of corrupt dealings 
with officials or politicians of the previous government. The assets of 
all companies operating automobile assembly plants in Ghana have been 
frozen, for example. 


Certain contracts and permits awarded by the previous government to 
foreign firms have been abrogated on the grounds that they were improper 
or ill-advised. The new government has furthermore recently announced that 
no government-owned entities may be sued for the abrogation of contracts 
concluded under previous governments, unless a waiver from Ghana's Attorney 
General is first obtained. Several U.S. firms have suffered inconvenience 
and loss from such unilateral actions. 


Unilateral Action on Medium-Term Debt 


On February 5 the Ghana Government announced that it was selectively 
repudiating certain medium-term debts (1-5 years) and unilaterally resched- 
uling the remaining medium-term debt. At the same time, however, the 
government stated that it would be willing to go to arbitration over such 
debts. The unilateral rescheduling provides for a ten year moratorium, 
no moratorium interest, and repayment at low interest over the following 
forty years. The total amount of medium-term debt covered by the action 
was US$294 million plus $77 million in accrued interest. Very little of 








the amount announced for rescheduling is owed to the U.S. Most was incurred 
during the Nkrumah government, which ended in 1966. None of the repudiated 
debts is owed to the U.S. The servicing of long-term debt (more than 

five years) is not affected by the Fedruary 5 announcement. 


Budgetary Stringency and Inflation Discourage Development Spending 


Long term development planning has been eclipsed by efforts to 
deal with problems the country faces immediately. A multi-year development 
plan which was being prepared in the autumn of 1971 was not issued and 
has been shelved. Tne government, however, has reaffirmed top priority 
in the development field for agriculture, and a campaign called "Operation 
Feed Yourself" has been launched to increase local food production. The 
FY 1972 budget, which was already in deficit, has been revised to provide 
for increased recurrent expenditure, primarily for the costs of government 
personnel, and as a result funding for some previously budgeted development 
projects, including some feeder roads and government buildings, has been 
curtailed. The last development plan to appear was the one-year FY 19'71 
plan, which fell far short of its objectives because of funding problems. 


Because the immediate Ghanaian objective is stabilization and 
solvency rather than growth, the next budget, due in July, is likely 
to provide little for new projects and may provide more for the adminis- 
tration of economic controls, including enforcement of price ceilings, 
tax collection, operating import licensing and government procurement 
machinery, and policing smuggling. Expansion in the recurrent, non- 
development budget has been a problem for some time; for the first eleven 
months of FY 1971 recurrent expenditure increased 13.8 percent over the 
same period in FY 1979, which was faster than the rate of price inflation. 


The minimum wage for government employees has been raised to ¢1.00 
per day, or 73 U.S. cents a day at the new exchange rate, but 
for non-government workers it remains at 70.75 a day. The government 
is insisting on a twenty-year industrial truce, and any work stoppages 
caused by workers for whatever reason are rigorously discouraged. At the 
same time the government has banned layoffs of more than ten employees by 
any private firm without prior government permission and is encouraging 
entrepreneurs to expand their labor force. This enforced labor discipline, 
designed to increase productivity, is intended to operate along with price 
controls to slow the rate of retail price inflation, which had jumped 
suddenly at the end of 1971 after rising 10.9 percent on the average for 
the year 1971 as a whole. 


New Investment Invited _ 


Notwithstanding its freezing of assets of certain firms and uncertainty 
of remittances of profits and dividends, the investment picture is not all 
negative. The government has not nationalized any companies and has indeed 





recently reaffirmed its desire to see greater private foreign investment 

in Ghana in joint ventures. It continues to seek foreign capital to expand 
bauxite production, build an alumina plant, and to undertake the construction 
of a clinker plant based on local limestone to supply local cement plants. 

It also continues to encourage oil prospecting by foreign firms. None of 

the standing system of incentives, including tax holidays, has been curtailed. 


Tne Government also apparently would continue to welcome private 
participation on a joint venture basis in certain existing state-held 
corporations which are not operating or which are operating well below 
capacity. Where the firm is doing relatively well, however, as in the 
case of the Pharnaceuticals Division of the Ghana Industrial Holding 
Company (GIHOC), the government will probably prefer to retain full Ghanaian 
ownership, although some shares may be sold to private Ghanaians. 


Although no major new private investments have been made recently, 

a new bank, the National Finance and Merchant Bank, Ltd., opened in March 
1972. This bank, which will specialize in leasing and installment finance 

s well as foreign trade and domestic development, is jointly owned by 
National and Grindlays Bank Ltd. of the U.K. and two Ghana government agenciss, 
the National Investment Bank and the State Insurance Corporation. An Accra 
stock exchange, which was planned for late 1971, has not been organized 
and will probably be deferred indefinitely. 


PART B - IMPLICATIONS FOR UNITED STATES BUSINESS 





The main opportunities for U.S. business probably lie in planning 
to take advantage of possible economic growth two years from now and 
beyond. Ghana has the resources, the infrastructure, and the upper and 
middle level manpower to permit a satisfactory growth rate, to provide a 
growing market for U.S. exports, and to serve as a site for profitable 
private U.S. investment. 


Ghanaian consumers are quality conscious and loyal to brand names. In 
the case of equipment, good maintenance service and spare parts availability 
reinforce product loyalty. Thus, although the Ghana market is contracting 
in 1972, goods introduced and established now will be in a better position 
to participate in resumed market growth later on. Indeed, most foreign 
firms with export lines already established in Ghana are extending themselves 
to maintain availability of goods and effective local representation. In 
some cases competition among suppliers has actually increased in the hope 
of capturing an increased share of the market, which they would hope to 
maintain as it eventually expands again. In-house financing and the 
assumption of uninsurable export financing risks will sometimes give a 
supplier an important advantage. Barter deal proposals by private foreign 
firms may also get a hearing, but so far barter transactions have been 
limited to certain bilateral intergovernmental agreements, notably with the 
USSR, carried over from earlier years. Ghana obtains crude oil from the 
USSR in return for cocoa. 
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During the present import austerity, preference in granting licenses 
will go to two chief categories of goods. The first is key consumer 
import goods, of which rice and dried milk are the most important items 
in which the U.S. is competitive. The second is requirements for local 
production. These include replacement equipment and spare parts for 
factories, for transport and communications, and for power facilities. 
Local production will also require raw materials, such as unmilled wheat 
for flour mills, cotton for textile plants, tallow for soap factories, 
and chemicals for plastics factories and pharmaceutical plants. 


Government procurement for new projects is likely to be slim during 
the next year. Previously announced Ghanaian interest in such big-ticket 
items as a satellite communications ground station, establishment of a 
government-owned charter airline for domestic service, and the purchase 
of aircraft for international routes has understandably cooled off, 
given the present payments problems. However, there is official interest 
in rehabilitating or expanding facilities in the following fields: iron 
and steel foundry; screws, nuts, and bolts manufacture; soap; bricks and 
tiles; and corned beef and tomato canning. There is also interest in 
establishing a pulp and paper industry and an aluminum rolling mill. 


A special field where U.S. firms might be able to develop new sales 
in Ghana is in consulting and management services. The present inclination 
of the Ghana Government is to use self-help insofar as possible, and to 
rely on UNDP, UNIDO, and other foreign aid for such services not available 
in Ghana. However, where U.S. firms can show how it would be possible to 
reduce costs and improve effectiveness of state corporations, specialized 
advisory services might be salable. The initiative would have to come 
from the U.S. firm and would require considerable on-the-spot expenditure 
of time in order to develop and negotiate a proposal. Ocean shipping, 
ship repair, civil aviation, and food preservation and processing are 
areas where U.S. consulting services might find a demand in Ghana. 


Although no commercial quantities of petroleum have yet been found, 
exploratory offshore drilling is continuing in the concessions already 
assigned. All of these concessions are held in whole or in part by U.S. 
companies. The need for servicing facilities for offshore rigs and crews 
has already led to the establishment of Ghana subsidiaries by several 
specialized U.S. oilfield equipment and supply firms. The proximity of 
a relatively large oilfield support industry in nearby Nigeria, where 
major production is already in progress, offers competition, however. 
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Although U.S. exports to Ghana declined from $58.9 million in 1970 
to $54.8 million in 1971 (U.S. trade data) and the U.S. share of the 
Ghana market also declined, the J.S. competitive position has been improved 
by the devaluation of the dollar last December and by the restoration of 
regular shipping from the U.S. to West Africa following the U.S. Gulf and 
East Coast port strikes. With increased Ghana Government surveillance 
over import ordering, price advantages are likely to be given heavy weights; 
the sourcing, particularly for bulk commodities, may consequently shift 
rapidly. In 1969, for example, Ghana obtained over ninety percent of its 
¢6 million rice imports commercially from the U.S., but by the first half 
of 1971 less than nine percent of Ghana's increasing requirements came 
from the U.S., which was displaced by Latin America on a price basis. 


Unlike most countries in Africa, Ghana does not discriminate in any 
way against imports from the U.S. However, the forthcoming U.K. entry 
into the European Communities (EC) offers Ghana an opportunity to try to 
negotiate preferential access to the EC market for its own products, since 
Ghana wiil be losing preferential access as a Commonwealth country to the 
U.K. market. Other things being equal, it would, of course, be in Ghana's 
interest to refrain flrom granting the enlarged EC reverse tariff preferences, 
which have usually been the price of EC association. 





# U.S. GOVERNMENT PRINTING OFFICE: 1972—481-593/132 





